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BAUM & COMPANY, P.A.
Certified Public Accountants
605 Lincoln Road — Suite 210
Miami Beach, Florida 33139

(305) 672-1230

INDEPENDENT AUDITORS’ REPORT

Board of Directors and Stockholder of
JAE Investments, Inc.
Parkland, Florida

We have audited the accompanying statement of financial condition of JAE Investments, Inc. as of December 31,
2011 and the related statements of income, changes in stockholders’ equity, changes in liabilities subordinated to
claims of general creditors, and cash flows for the year then ended that are filed pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. . An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of JAE Investments, Inc. at December 31, 2011, and the results of its operations and its cash flows for the year then
ended, in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplementary information contained in Schedules I, II, III, and IV required by Rule 17a-5 under the Securities
Exchange Act of 1934 is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information has been subjected
to the auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additionai procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

February 23, 2012
Miami Beach, Florida
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JAE INVESTMENTS, INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2011

ASSETS

Current Assets
Cash in bank and cash equivalents
Commission receivable
Marketable Securities
Total Current Assets

Property and equipment (net of accumulated depreciation of $10,803)

Total Assets

LIABILITIES AND STOCKHOLDER’S EQUITY

Current Liabilities
Accounts Payable & accrued expenses

Stockholder’s Equity
Common Stock, par value $1.00, 1,000 shares authorized,
issued and outstanding
Additional paid-in-capital
Retained Earnings

Total Stockholder’s Equity

Total Liabilities and Stockholder’s Equity

See accompanying notes to financial statements.
-2

$ 167,999
6,500

_ 1353

181,852

-0-

$181.852

$ 25.000

1,000
23,500

132,352

156,852

181,852



JAE INVESTMENTS, INC.
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2011

Revenues $ 85,586

Operating expenses

Professional fees 3,875
Compensation and other benefits 25,000
Other operating expenses 14,384
Total operating expenses 43,259
Net income before other income 42,327

Other income

Interest income and gains on marketable securities 250
Net income before provision for income taxes 42,577
Provision for income taxes -0-
Net income $42,577

See accompanying notes to financial statements.
-3-



JAE INVESTMENTS, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2011

Cash Flows from Operating Activities:
Net Income

Adjustments to reconcile Net Income to Net Cash Provided by Operating Activities:

Net change in value of marketable securities
Changes in Assets and Liabilities:

Decrease in Commissions Receivable
Decrease in Accounts Payable

Net Cash Provided by Operating Activities

Net Increase in Cash
Cash and Cash Equivalents - Beginning

Cash and Cash Equivalents - Ending

Supplemental Cash Flow Disclosures:

Income Taxes Paid
Interest Expense Paid

See accompanying notes to financial statements.
-4 -

$42,577

(234)

5,843

162,156

$ 167,999

%
o
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JAE INVESTMENTS, INC.
STATEMENTS OF CHANGES IN STOCKHOLDER’S EQUITY

Additional

Common Paid In

Stock Capital

Balance - 12/31/10 1,000 23,500
Prior period adjustment (see Note 6) -0- -0-
Net income -0- -0-
Balance - 12/31/11 $1,00 $23,500

See accompanying notes to financial statements.
-5-

Retained
Earnings

$ 85,956
3,819

42,577

$132352



JAE INVESTMENTS, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE 2

A)

B.)

C)

D.)

F.)

G)

Nature of Business

The Company was incorporated on December 5, 1996 in the State of Florida. The
Company has registered with the Securities and Exchange Commission and the

Financial Industry Regulatory Authority (FINRA) as a non-carrying broker/dealer.
Consequently, its record keeping is in accordance with rules and regulations prescribed by

these agencies.

Cash Equivalents

For purposes of reporting cash flows, and cash and cash equivalents includes money market
accounts and certificated of deposits and any highly liquid debt instruments purchased with a
maturity of six months or less.

Income Taxes

The Company has made an election to be treated as an S Corporation under the Federal Income
tax laws. Accordingly, the income of the Company is taxed directly to its stockholder.
Therefore, no provision for income taxes has been made in the financial statements.

Management Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at December 31, 2011 and revenues and expenses for the year
then ended. The actual outcome of the estimates could differ from the estimates made in the
preparation of the financial statements.

Revenue Recognition

The Company is on the accrual basis of accounting. The Company, due to the materiality of
commissions, has recognized commission income in the month earned, rather than the in the
period received.

Recent Accounting Pronouncements

The Company does not expect the adoption of recently issued accounting pronouncements to
have a significant impact on the company’s results of operations, financial position or cash
flows.

RESTRICTIVE COVENANTS

FINRA imposes certain restrictions on the Company, the most significant of which are to maintain a
minimum net capital of $45,000 and aggregate indebtedness, as defined, which does not exceed fifteen
times net capital, as defined.



NOTE 3

NOTE 4

NOTE S

NOTE 6

NOTE 7

NOTE 8

NOTE 9

JAE INVESTMENTS, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

SECURITIES AND EXCHANGE REQUIREMENTS

The statement of changes in liabilities subordinated to claims of general creditors has been omitted
as the Company has no such liabilities.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR

BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934, in that the Company’s activities are limited to those set forth in the conditions for exemption
appearing in paragraph (k) of that Rule.

PROPERTY AND EQUIPMENT

Property and equipment are depreciated over their useful lives utilizing the
straight-line method over their useful lives of approximately 5-7 years. Depreciation for the
year ended December 31,2011 was § -0 -

MARKETABLE SECURITIES

Investments are valued at fair market value in accordance with ASC 820. A prior period
adjustment of $ 3,819 was reflected to adjust the Company’s appreciation in FMV of investments
from a previous period to be in compliance with ASC 820. This year’s increment in market value
of $ 234 was reflected as other income in the current year’s statement of income.

RELATED PARTY TRANSACTIONS

In 2011, the Company compensated its President and sole shareholder in the form of various
expenditures for insurance, automobile lease payments and retirement pension plan contributions.
There was no salary for 2011. The shareholder of the Company provides office facilities for the
Company’s operation at no charge.

RETIREMENT PLAN

The Company has approved an employee benefit plan named “JAE Investments, Inc. Defined Benefit
Pension Plan and Trust” with an effective date commencing January 1, 2006. The Pension Plan’s
maximum amount of contribution is determined by an actuary using certain mortality and interest rate
assumptions. Effectively, the amount of the employer’s contribution is discretionary, thus any amount
from zero to the maximum as determined actuarially is allowable under the plan’s provisions. In the
year ended December 31, 2011, it was estimated that the accrued benefit would be at least $ 25,000.

SUBSEQUENT EVENTS

The Company has evaluated subsequent events from its yearend through the date whereupon the
financial statements were issued and has determined that there are no items to disclose.



JAE INVESTMENTS, INC.

Schedule I
Supplemental Information
STATEMENT OF COMPUTATION OF CAPITAL REQUIREMENT

DECEMBER 31, 2011

Total Assets $ 181,852

Less: Liabilities _ 25,000

Net Capital before other charges 156,852
Charges against capital

Haircut on marketable securities (1,103)

Haircuts on money market (3.360)

(4.463)

Net Capital 152,389

Schedule IT

Supplemental Information
STATEMENT OF COMPUTATION OF BASIC CAPITAL REQUIREMENT

DECEMBER 31, 2011
Net Capital $ 152,389
Net Capital Required 45.000
Excess Net Capital $ 107,389

Schedule III
Supplemental Information
RECONCILIATION OF NET CAPITAL

DECEMBER 31, 2011
Net capital per Audited Financial Statements $ 107,389
Net capital per Focus Report - Part II A 94.639
Net Difference $ 12,750

The difference in net capital is attributed primarily to commission receivable and marketable securities
being reclassified as allowable assets in the computation of net capital.

See accompanying notes to financial statements.
-8-



JAE INVESTMENTS, INC.

Schedule IIII
Supplemental Information
COMPUTATION OF AGGREGATE INDEBTIVENESS

DECEMBER 31, 2011
Total Liabilities from Statement of Financial Condition $ 25,000
Percentage of aggregate indebtedness to net capital 16.4 %



BAUM & COMPANY, P.A.
Certified Public Accountant
605 Lincoln Road — Suite 210
Miami Beach, Florida 33139

JAE Investments, Inc.
Parkland, Florida

In planning and performing our audit of the financial statements of JAE Investments, Inc. (the company), as
of and for the year ended December 31,2011, in accordance with auditing standards accepted in the United
States of America, we considered the Company’s internal control over financial reporting (internal control)
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of an opinion on the effectiveness of the Company’s internal control.

Also as required by Rule 17a-5 (g) (1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control activities
for safeguarding securities. This study included tests of such practices and procedures that we considered
relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices and

procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13.
2. Complying with the requirements for prompt payment for securities under Section 8 of

Tederal Reserve Regulation T of the Boaid of the Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and their
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls and
of the practices and procedures referred to in the preceding paragraph and to access whether those practices
and procedures can be expected to achieve the SEC’s previously mentioned objectives.

Two of the objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-6(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to detect misstatements on a timely
basis. A significant deficiency is a deficiency, or a combination of deficiencies , in internal control that is
less severe than a material weakness, yet important enough to merit attention with those charged with

governance.

-10 -
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A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there isa
reasonable possibility that a material misstatement of the company’s financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for the purposes in accordance with the
Securities Exchange Act of 1934 and related regulations , and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study we believe that the Company’s practices and procedures, as
described in the second paragraph of this report were adequate at December 31, 2011, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
and other regulatory agencies that rely on Rule 17a-5(g) under the Security Exchange Act of 1934 in their
regulation of registered brokers and dealers, and not intended to be and should not be used by anyone other

than those specific parties.

February 23, 2012
Miami Beach, Florida

Pa .
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